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PUBLIC HOUSING, 1955 


CONTROVERSY over public housing, dormant since 
the 84th Congress convened, will burst out within the 
next few weeks. Hearings are expected shortly, before 
either the Senate or the House Banking and Currency Com- 
mittee, on bills to carry out recommendations on public 
housing made to Congress by President Eisenhower in his 
State of the Union and budget messages at the opening of 
the 1955 session. The question of whether or not the fed- 
eral government should continue to subsidize low-rent hous- 
ing, which always draws strong expressions of opinion from 
the opposing sides, thus is in for another public airing at 
committee meetings and in floor debate. 


PRESIDENT’S RECOMMENDATIONS ON PUBLIC HOUSING 


The President said on Jan. 6 that “We must. . . authorize 
contracts for a firm program of 35,000 additional public 
housing units in each of the next two fiscal years.” A 
program for 70,000 new public housing units is more than 
the Republican-controlled 83rd Congress was willing to 
authorize, but it falls considerably short of what the Demo- 
cratic leadership of the new Congress believes necessary to 
meet current needs. 


Unless Congress acts to extend the public housing pro- 
gram, the existing authority of the Public Housing Admin- 
istration to make contracts in aid of new construction will 
expire on June 30, whether or not the present fiscal year’s 
quota of 35,000 new units has been exhausted by that date. 
If the authority is allowed to expire, the federal aid pro- 
gram for public housing will be limited thereafter to loans 
for construction of units approved before the deadline and 
to payment of annual contributions to local housing authori- 
ties to make up losses they incur from operating the low- 
rent projects already built. 


In his budget message to Congress on Jan. 17 the Presi- 
dent said on the question of public housing: 
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The aids contained in the Housing Act of 1954, and especially the 
aids to low-cost housing, will provide the opportunity for the private 
housing industry to satisfy, eventually, the housing requirements of 
families of all income groups. In the meantime, it is essential to 
continue a minimum amount of low-rent public housing construction 
to meet the critical needs of the lowest income families and to help 
provide a new place to live for families displaced by urban renewal 
and slum clearance operations. I recommend a two-year authoriza- 
tion for contracts with local housing authorities to pay contributions 


for an additional 35,000 low-rent units each year. ; 


Eisenhower’s position on public housing reflects recom- 
mendations of the President’s Advisory Committee on 
Government Housing Policies and Programs, appointed in 
1953. The committee’s report, in December of that year, 
strongly urged government action to stimulate private con- 
struction “‘so as to lessen the need for direct subsidies.” 
The report at the same time recommended continuation of 
the public housing program originated under the New Deal 
“pending demonstrated progress” under other programs de- 
signed to spur provision of low-cost facilities by private 
enterprise. 















A major reason why the Advisory Committee gave quali- 
fied support to public housing was that difficulty was being 
encountered in finding adequate living quarters at low 
rentals for families displaced by demolition of slum build- 
ings. The committee concluded that “Some form of public 
subsidy is required to meet this problem’; it considered 
aid to public housing the most practical form the subsidy 
could take. However, the committee left it to the President 
and Congress to determine how many additional units 
should be built and how the construction of those units 
should be financed. 









The Advisory Committee’s subcommittee on housing for 
low-income families felt there would be a continuing need 
for public housing even after full development of new aids 
to encourage construction in the low-cost field by private 
enterprise: 














It is the sincere hope of our subcommittee that, over the long term, 
a solution of the problem of housing for low-income families will be 
found both in the ability of private enterprise to reach a lower and 
lower income group and by raising of substandard incomes through 
greater productivity of our people. We recognize, however, that 
even then there will be a hard core of low-income families—the aged, 
the broken families, the incapacitated—who may represent a con- 
tinuing housing problem for whom public housing assistance may 
be needed if they are to live in keeping with our accepted American 
standard of living. 
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Division of government responsibility for helping to house 
low-income families — as between the federal government, 
states, and localities—probably will be discussed in a report 
due before the middle of the year from the Commission on 
Intergovernmental Relations that was set up by Congress 
in 1953. 


PRESENT STATUS OF THE PUBLIC HOUSING PROGRAM 


The federally aided public housing program, currently in 
controversy, Was initiated 18 years ago under the Housing 
Act of 1937. New Deal agencies had experimented in public 
housing projects of various kinds before that time, but there 
had been no program comparable to that begun toward the 
end of the depression decade. During World War II public 
housing got mixed up with war housing. A distinct public 
housing program was reinstituted under the Housing Act 
of 1949, however, and it is that law that gives the basic 
statutory authority for today’s public housing activities. 


Although the Housing Act of 1949 authorized construction 
of 810,000 public housing units over a period of six years, 
only 174,354 units had been completed by Mar. 31, 1955. 
Another 31,605 units were then under construction, and 
contracts had been entered into for subsidization of 30,975 
additional units for which ground had not yet been broken. 
Thus at the end of March a total of 236,934 family dwelling 
units, housing an average of nearly four persons per unit, 
had been built, were being built, or were soon to be built 
under the 1949 act. 


Projects authorized by the Housing Act of 1949 account 
for more than one-half of the dwelling units in the low-rent 
public housing program supervised by the Public Housing 
Administration in the federal Housing and Home Finance 
Agency. Dwelling units constructed under the Housing Act 
of 1937 make up a large part of the remainder of the pro- 
gram. Low-rent housing includes also dwelling units built 
originally for war workers, out of public housing or war 
housing funds, and transferred after the war to the public 
housing program; a limited number of dwelling units built 
in the middle 1930s by the Public Works Administration ; 
and farm labor camps built in the late 1930s by the De- 
partment of Agriculture to house migrant farm workers. 
As the table on the next page shows, the great bulk of 
dwelling units in the low-rent public housing program, 
though subject to federal supervision and in most cases sub- 
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HOUSING OWNED OR SUPERVISED BY 
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Authorization or Number of dwelling units 
type of project Total Federally owned Locally owned 
Ho j ng Act ( 










f 1949 239,156 239,156 
Housing Act of 1937 117,141 4,002 113,139 
Converted war housing 69,036 3,331 65,705 
P.W.A. projects 21,570 10,311 11,259 
Farm labor camps 9,038 8,770 268 








455,941 26,414 429,527 
9 999 


* Includes 2,222 units blanketed under 1949 program from previous authoriza- 


ions 











sidized by federal funds, are owned by local public housing 
authorities.! 






Construction of public housing dwelling units has not 
approached in any year the annual rate of 135,000 author- 
ized by the Housing Act of 1949. The first cutback in the 
program came immediately after the outbreak of hostilities 
in Korea. To assure a sufficiency of labor and materials for 
war purposes, and to avoid adding to inflationary pressures, 
President Truman in July 1950 directed that no more than 
30,000 low-rent units be put under construction before the 
end of the calendar year. No limitations were imposed dur- 
ing the first half of 1951, and nearly 60,000 units were 
started in that six months. 












Restrictions were placed on construction annually there- 
after, however, by the Independent Offices appropriation 
acts. The number of public housing units to be built during 
fiscal 1952 was limited to 50,000; during fiscal 1953 to 
35,000; and during fiscal 1954 to 20,000. The appropriation 
act for fiscal 1954 not only drastically cut back construction 
for which preliminary arrangements already had been 
made; it also forbade the Public Housing Administration to 
enter into any new contracts for public housing projects 
until authorized by Congress to do so. 


























LIMITED ACTIVITY UNDER THE RESTRICTIVE 1954 ACT 








President Eisenhower recommended early last year that 
Congress incorporate in the Housing Act certain amend- 
ments designed to encourage private activity in the low-cost 
housing field. At the same time, he called for a revival of 



























Oo r isi proje ler the jurisdiction of the Public Housing Admin- 
istrati re predomi! ederally owned Those projects included on Mar 
31, 1955, a total of 115,198 war housing units, 6,759 units of called veterans’ 


of (Korean War) defense housing, and eight unit 
I t homesteads 
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the public housing program through authorization to build 
140,000 more dwelling units over a four-year period. Con- 
gress approved the proposals in aid of private construction 
but agreed to authorize only a one-year extension of public 
housing for a total of 35,000 additional units. The Housing 
Act of 1954, moreover, set up machinery for negotiation of 
federal-local agreements to facilitate termination of public 
housing activity through sale to private interests of the 
property in public housing projects. 


Because the authorization for additional public housing 
units placed new conditions on local applicants for federal 
aid,? processing of applications by P.H.A. was not auto- 
matically resumed when the new measure became law on 
Aug. 2, 1954. Housing Administrator Cole finally announced 
in late December that aid was again available; applications 
for public housing assistance could then be made for the 
first time since July 1953. 


Cole said that, until all applications had been received 
and processed, no firm estimate could be made as to the 
number of public housing units it would be possible to 
approve in the six months remaining before June 30, 1955, 
when the authority granted by the 1954 act was due to 
expire. Proponents of a strong public housing program, 
who regarded the 1954 law as a death blow, estimated {that 
no more than 10,000 to 15,000 units could be approved in 
the limited time available. 


By the first of April the Public Housing Administration 
had allocated 25,495 units in 40 localities, out of the allowed 
quota of 35,000 units for fiscal 1955, but a requirement 
of the 1954 act that communities applying for public hous- 
ing aid must have adopted general “workable programs” of 
urban renewal had been met for only about a dozen localities. 
Annual subsidy contracts, moreover, had been entered into 
for none of the tentatively sasloned public housing units. 
Allocations for projects not certified for such contracts by 
June 30 will lapse and go unused, unless Congress in the 
meantime grants an extension or a new public housing 
authorization. 


The fact that Democratic leaders in Congress were 
sharply critical of the Housing Act of 1954 made it prob- 
able, after their party regained control of the Legislative 


2See p. 286 
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Branch, that an attempt would be made to expand the pub- 
lic housing program. Sen. Sparkman (D-Ala.), who helped 
steer the 1949 act through a Democratic Senate, told the 
Republican Senate last year that it was “witnessing the 
planned execution of the public housing program.” 


PROSPECTS IN CONGRESS FOR MORE LIBERAL PROGRAM 





Although Democratic victory in the mid-term elections 
bettered the prospects of enacting more liberal public hous- 
ing legislation, substantial opposition to a large-scale pro- 
gram remains. Roll calls in 1949 and later years have con- 
sistently disclosed majority support for public housing 
among the Democrats in both chambers. In the Senate 
majorities of the Republicans have sometimes supported 
and sometimes opposed the program. In the House, how- 
ever, proposals for cutbacks have invariably commanded 
decisive majorities on the Republican side. 


PARTY SUPPORT FOR PUBLIC HOUSING, 1949-1954 


Senate House 
Year Dems. Reps. Dems. Reps. 
1949 For continuing public housing 85% 64% 74% 15% 
1951 Against limit of 5,000 units 82 45 - 
1952 " ‘= #* = 62 12 
1953 e _- , 66 30 
1954 For 140,000 public housing units 64 95* 67 25 


* Vote for Eisenhower program which had previously been rejected by House 


A survey of the 84th Congress by the National Housing 
Conference, a citizens’ organization that has given strong 
support to federal housing programs, indicates that 43 
members of the Senate favor expansion of public housing, 
that 21 are unalterably opposed, and that 32 “could jump 
either way.” In the House, on the other hand, the survey 
shows only 179 members in favor of an expanded program, 
217 opposed, and 38 in doubt. Both House and Senate Bank- 
ing and Currency committees, which handle housing legis- 
lation, have substantial majorities sympathetic to- public 
housing. Prospects for approval of the President’s recom- 
mendations by the two committees and by the Senate thus 
may be considered good, but in the House the issue is very 
much in doubt. 

















Public Housing Under 1954 Housing Act 


THE HOUSING ACT of 1954 effected two basic changes 
in government policy on public housing: (1) It made such 
housing entirely an appendage of slum clearance and urban 
redevelopment; and (2) it launched two experimental pri- 
vate low-cost housing programs designed eventually to re- 
duce the need for public housing. The 1954 act, as noted, 
also put a limit on new construction and established machin- 
ery for liquidating local public housing programs. The 
real estate industry hailed the law’s enactment as a vic- 
torious culmination of its long campaign against public 
housing. 


LINK BETWEEN PUBLIC HOUSING AND SLUM CLEARANCE 


The United States Housing Act of 1937, which initiated 
the broad program of federal aid to expand and improve 
the nation’s supply of low-cost rental housing, treated public 
housing and slum clearance as a joint enterprise but gave 
major emphasis to construction and operation of the sub- 
sidized dwellings. The law required that, for every new 
dwelling unit built, an equal number of substandard units 
must be demolished or rehabilitated, unless there was a 
shortage of low-cost housing in the community. However, 
no provision was made for developing overall plans to erad- 
icate slums, and the act did not stipulate that tenants of 
public housing must be former occupants of condemned 
structures.* 


The Housing Act of 1949 separated slum clearance and 
public housing and made different types of assistance avail- 
able for programs in each field. Although the law required 
that cities find “decent, safe, sanitary, and permanent” 
quarters for displaced slum dwellers at costs they could 
afford to pay, such quarters were not necessarily to be in 
public housing projects. The law did specify, however, that 
displaced slum dwellers, if otherwise eligible, should be 
given priority in assignments to public housing. 

While maintaining the separate fiscal and administrative 
identities of the two programs, the Housing Act of 1954 
gave primary emphasis to slum clearance and so-called 
urban renewal; it treated public housing as one of several 

‘See “Public Housing,” E£.R.R., Vol. II 1948, pp. 517-519 
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projects designed mainly to facilitate execution of broader 
improvement programs. The law authorized federal aid 
for public housing only to those communities undertaking 
extensive urban renewal programs approved by the federal 
housing administrator. 


The 1954 act stipulated that local authorities must dem- 
onstrate that public housing was needed to enable them to 
comply with other sections of the law requiring that ade- 
quate housing be provided for persons to be displaced by 
slum clearance projects. The number of approved public 
housing units in an area was limited to the number of fam- 
ilies scheduled to be displaced for whom adequate private 
housing within their means would not be available. Public 
Housing Commissioner Charles E. Slusser has described the 
function of public housing projects in the total redevelop- 
ment picture as “a comparatively small but a very impor- 
tant job.” 4 


‘““WORKABLE PROGRAM” REQUIREMENT FOR ELIGIBILITY 


The 1954 law established a new set of standards for com- 
munity eligibility for slum clearance assistance, and the 
same standards apply to eligibility for public housing con- 
struction aid. A community must show that it has a “work- 
able program .. . for utilizing appropriate private and 
public resources to eliminate and prevent the development 
or spread of slums and urban blight, to encourage needed 
urban rehabilitation [and] to provide for the redevelopment 
of blighted, deteriorated or slum areas.” The law required 
that the “workable program” include “an official plan of 
action .. . for effectively dealing with the problem of slums 
and blight . . . and for the establishment and preservation 
of a well-planned community with well-organized residen- 
tial neighborhoods of decent homes and suitable living en- 
vironment for adequate family life.” 


The “workable program” proviso was urged on Congress 
by the administration on the ground that federal aid was 
justified only for communities that were extending them- 
selves fully on a self-improvement program with the use 
of private capital. The President said in a housing message 
on Jan. 25, 1954, that slums were essentially a city’s own 
problem but that federal assistance was “justified for com- 
munities which face up to the problem of neighborhood 


‘Address before Akron Real Estate Board, Akron, O., Mar. 29, 1954 
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decay and undertake long-range programs directed to its 
prevention.” 


After the 1954 act became law on Aug. 2, the Public 
Housing Administration announced that, to fulfill the 
“workable program” requirement, a community should 
“commit itself to the attainment of the following essential 
objectives: adequate codes and ordinances, comprehensive 
community plan, detailed neighborhood analyses, adequate 
administrative organization, financing ability, housing for 
displaced families, full-fledged citizen participation.” When 
a community’s program is approved by the administrator, 
the area becomes eligible to receive a number of forms of 
aid, such as advances for neighborhood surveys and loans or 
grants for acquiring slum property, installing streets and 
utilities, repairing buildings, and constructing and operat- 
ing public housing projects that may be needed to rehouse 
displaced families. 


Friends of public housing consider the “workable pro- 
gram” requirement too severe a limitation on eligibility. 
They point out that it excludes communities that may not 
think it necessary, or that do not possess the financial re- 


sources, to undertake large-scale redevelopment programs 
but which do need low-cost housing for a segment of their 
people. The requirement is believed to be a special deter- 
rent to public housing in small communities. 


Housing Administrator Cole said on Jan. 18 that some 
of the requirements of the 1954 act had proved “too restric- 
tive to permit the new public housing program . . . to be 
carried out.”” He announced that his agency would request 
amendments to modify the restrictions “‘to the extent neces- 
sary to permit the authorized number of public housing 
units to be built.” Cole specified, Apr. 18, that removal of 
the provision restricting public housing to cities with re- 
development projects would be requested. 


PROVISIONS TO PROMOTE CURTAILMENT OF SUBSIDIES 


Several provisions of the Housing Act of 1954, aimed at 
stimulating private activity in the low-cost housing field, 
seem to look to ultimate termination of the federal public 
housing program. One section of the law provides F.H.A. 
mortgage insurance for rehabilitation of existing dwellings 
and construction of new houses, within urban renewal areas, 
by private developers. Another section authorizes F.H.A. 


287 





Editorial Research Reports 


insurance for new low-cost private housing built in non- 
renewal areas for rent or sale to families displaced by slum 
clearance projects. Eligible families would include displaced 
families whose incomes were above the maximum permitted 
for occupants of public housing projects.® 


These measures were designed to draw private capital 
into slum elimination and low-cost housing. Spokesmen for 
the real estate industry testified at committee hearings that 
private financing had been difficult to obtain in areas where 
land values were declining; they felt it would be forthcom- 
ing when local communities, aided by the federal govern- 
ment, undertook to upgrade such sections. It was argued 
also that private capital would flow into low-cost housing 
construction if credit terms were liberal enough to attract 
large numbers of purchasers. 


The section of the 1954 act that relates to liquidation of 
public housing projects provides that such projects may be 
sold at any time, even before completion of construction, 
if the locality decides, by referendum or ordinance, that the 
development should be taken over by private enterprise 
In such case the law stipulates that the property be sold 
to the highest bidder. Proceeds of the sale, together with 
any reserves left after payment of outstanding indebted- 
ness, are to be paid to the federal government and local 
public bodies in amounts proportionate to their contributions 
to the development, but not in excess of actual contributions 
No locality to date has availed itself of this provision. 


USE OF PRIVATE CAPITAL; RENTAL AND INCOME LIMITS 


The basic method of financing and operating public hous- 
ing projects has remained unchanged since 1937. The struc- 
tures are owned by local non-profit housing authorities, 
which contract for their construction by private builders 
The local authorities operate, manage, and maintain the 
dwellings and select tenants from among eligible appli- 
cants. Federal aid is furnished through (1) loans to loca! 
authorities, up to a maximum of 90 per cent of the cost of 
a development, and (2) annual contributions to local au- 
thorities to make up the difference between the proceeds 
of the rentals paid by tenants and the cost of maintaining 
the projects and amortizing their indebtedness. 

Displaced families purchasing such houses could make a down payment of 


as little as 5 per cent of the purchase price and obtain a mortgage of up t 
$7,600 ($8,600 in high-cost areas) running for a period of as long as 40 years 
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From the inception of the public housing program in 
1937 through June 30, 1954, the Public Housing Adminis- 
tration and its predecessor agencies loaned to local housing 
authorities a total of $3.9 billion, of which only $354,952 
in principal and $139,239 in interest had been written off 
as a loss.6 The P.H.A. loan fund is made up of borrowings 
from the U.S. Treasury, limited by statute to $1.5 billion 
outstanding at one time, and certain other resources in- 
cluding P.H.A.’s own capital of $1 million. 


Federal loans are made in the first place to get a project 
under way. The local authority then sells to private in- 
vestors temporary notes that are secured by P.H.A. com- 
mitments to make loans in the future. As construction, 
financed by the latter loans, approaches completion, the 
local authority sells long-term bonds to private investors 
and applies the proceeds to payment of its indebtedness to 
P.H.A.? 


The total capital cost of public housing financed since 
1938 by private and public loans amounted on June 30, 1954, 
to $2.8 billion. The major part of the capital financing of 
public housing today is met by borrowing from private 


investors. After reaching a record high of $900 million on 
Dec. 31, 1952, the total of P.H.A. loans outstanding declined 
to $194 million on June 30, 1954. 


Annual contributions from the federal government to sub- 
sidize rents of projects in operation totaled $161 million 
over the 14-year period ended June 30, 1954. Federal con- 
tributions declined during the 1940s, when evictions of per- 
sons whose incomes had passed the permissible limits were 
delayed because of the housing shortage and when, conse- 
quently, a larger-than-normal proportion of the occupants 
were able to pay full rent. For a two-year period, 1948-1949, 
federal subsidies constituted only 16 per cent of the actual 
cost of operating and maintaining the public housing proj- 
ects. In the year ended June 30, 1954, however, the federal 
subsidy rose to 65 per cent of the cost for a total of $44.5 
million.® 

¢ Approximately $335,000 of the principal loss was incurred in connection ' 


termination of the low-rent farm program, as directed by Congress ir 

7 Bonds of nearly a score of local housing authorities, in an aggregate amo 
of almost $112 million, were marketed on Apr. 13, 1955, to a syndicate 
vestment dealers for reoffering to the public 

® The federal budget for fiscal 1956, beginning next July 1, estimates P.H.A 
gross expenditures at $604 million and receipts from private refinancin ind 
sale of emergency housing at $570 million, leaving net expenditures of onl) 
$34 million. 
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Families are ineligible for admission to, or continued 
occupancy of, public housing dwelling units if their incomes 
exceed certain limits. The limits, somewhat higher for con- 
tinued occupancy than for initial entry, are fixed by local 
housing authorities, subject to approval and periodic review 
by the federal authority. The maximums vary by locality 
and by size of family; the median entry maximum for a 
family of four, including two minors, was $2,800 for the 
country as a whole in the first half of 1954. Income limits 
that may be attained without losing the right to stay in a 
public housing project usually run about 25 per tent above 
the limits applicable for admission. The largest family net 
income for all except a relatively small percentage of public 
housing occupants, in the first half of 1954, was $3,200. 
The median family income was $2,121. 


The median rent, including utilities, paid for public hous- 
ing family dwelling units in the first half of 1954 was $35 
a month. The law requires that the highest rentals in 
public housing be at least 20 per cent lower than the lowest 
rentals in the community for unsubsidized private housing 
of “decent, safe, and sanitary” character that is available 
in adequate volume. Public housing rentals are scaled ac- 
cording to family size and income. Families whose incomes 
rise above the maximum for continued occupancy are ordi- 
narily given six months in which to find other accommo- 
dations. 


Dispute Over Need For Public Housing 


FEW PERSONS today will question the need to improve 
the quality of housing for a large percentage of the nation’s 
low-income families. There is considerable debate, however, 
over the merits of public housing as a means of meeting a 
major part of the need of such families for better places 
to live. Nearly 20 years of experience with federal aid for 
public housing have failed to produce a meeting of minds. 


Enemies of public housing assert that lack of an appre- 
ciable reduction in the number of slum dwellings proves 
that housing subsidies have not accomplished their intended 
purpose. Friends of public housing reply that repeated cut- 
backs in the federal program have prevented a fair dem- 
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stration of its potentialities, and that continued prevalence 
of substandard housing proves that private builders either 
cannot or will not provide adequate accommodations for 
low-income groups. 


ESTIMATES OF PUBLIC HOUSING REQUIREMENTS 


Estimates of the number of subsidized dwelling units 
needed for an effective program of housing improvement 
cover a broad range. At one extreme is the real estate in- 
dustry’s contention that the subsidization program should 
be abandoned as unnecessary. At the other extreme is the 
National Housing Conference’s assertion that a minimum 
of 200,000 units a year for five or even ten years, plus 
another 200,000 units to replace substandard farm dwell- 
ings, is required to support a worth-while slum clearance 
and prevention program. 


To put the public housing program back on the basis 
established by the Housing Act of 1949 would necessitate 
construction of at least 500,000 additional units over the 
next few years. Acceptance of the administration’s cur- 
rent recommendations would bring total construction since 
1949 to approximately 306,000 units, or less than half the 
number originally contemplated. Defending the administra- 
tion’s recommendation last year for construction at an an- 
nual rate of 35,000 units, Housing Administrator Cole told 
the Senate Banking and Currency Committee on Mar. 9, 
1954: 


The 35,000 [a year] figure is one which quite frankly and t 
fully I think is about the high figure that would be accepted. 
is an effort to take public housing out of the political football 
and try to say “We recognize this problem. ... We are 
to do a job within the ability which we have.” ... In 
decision, it was a combination of many things: trying to 


various differences of opinion and trying to present to the 


program which would be generally acceptable, which 
get behind. 


Cole said that the 140,000 units then requested by the 
President for the succeeding four years would meet “the 
basic bedrock problem” and, though not amounting to a 
“nerfect job,” would represent “the best that we can [do] 
under the existing circumstances.” He added that the 


*Democrats criticized Cole’s appointment as Housin;s ; 
ecause, as a Republican member of the House from Kans: 
} ls in 1952, Cole had voted against public housin Co 
Committee in 1953 that, though opposed to publi 
ly administer the laws Congress enacted 
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35,000-a-year schedule had been approved by the Public 
Housing Administration before President Eisenhower took 
office and constituted a figure that the staff of the agency 
could handle effectively. 


SUBSTANDARD HOUSING AND INADEQUACY OF INCOMES 


The larger estimates of public housing needs are based 
on data on the extent of substandard housing and the pro- 
portion of families whose incomes are not big enough to 
enable them to buy or rent adequate housing in the com- 
mercial market. It is argued that slums cannot be effectively 
cleared if the displaced families are forced to relocate in 
other substandard dwellings or in housing which they can- 
not afford to maintain in proper condition. 


The 1950 census showed 10.6 million occupied non-farm 
dwelling units either dilapidated or deficient in plumbing 
facilities and 2.5 million families seriously overcrowded 
(more than 1.5 persons per room). The subcommittee on 
urban redevelopment of the President’s Advisory Com- 
mittee on Housing estimated in 1953 that approximately 
five million houses were in such a state of decay that they 
should be demolished. 


Approximately 200 cities and towns are now engaged in 
extensive programs, assisted by federal loans and capital 
grants, to clear slums and blighted areas and develop new 
facilities for business, industrial, residential or recreational! 
use on the same sites.'!° New private residential structures 
built on cleared slum land are seldom in a price range within 
reach of the former residents, and in many communities 
there is little other housing within their means that meets 
the “decent, safe, sanitary, and permanent” standard. 


In most instances at least one-half of the families dis- 
placed from slums have been found eligible for public hous- 
ing. Reports from 167 slum clearance projects in the final 
planning stage or being carried out on Sept. 30, 1954, in- 
dicated that 43,842 families, or 55 per cent of a total of 
80,177 families to be displaced, could qualify for admission 
to public housing. 


A Census Bureau report on income showed that in 1952 
eight million families had incomes under $2,000, another 


10 On Mar. 31, 1955, federal aid was being extended to 290 urban renewal 
projects in 194 localities. Ninety-five of the projects were in process of being 


carried out, 91 were in the final planning stages, and 104 were in a preliminary 
status. 
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5.8 million had incomes of $2,000 to $3,000, and 7.7 million 
were in the $3,000-$4,000 bracket. A large proportion of 
the low-income group comprised broken families or families 
headed by women or elderly persons. Families such as these 
are found with great frequency in substandard dwellings. 
Families with many children also tend to be found in the 
lower income brackets, and the relatively higher cost of 
houses large enough to accommodate big families adds to the 
difficulty of finding replacement housing for them. 


INSUFFICIENCY OF HOUSES FoR LOW-INCOME FAMILIES 


Around eight million new houses have been built since the 
end of World War II, and the annual residential construc- 
tion rate in recent years has run well over one million. Rela- 
tively few houses are sold or rented at prices within reach 
of families earning less than $4,000. A continued strong 
demand for housing of all kinds has not released enough 
older houses in the low-price field to meet the need. Fre- 
quently the older house that the low-income family buys 
or rents is already well along in the process of decay; the 
inadequate income of the family and the typical dense occu- 
pancy of such houses soon result in creation of a new slum 
property. 


How much a low-income family can safely spend for 
housing without seriously reducing its capacity to spend 
for other necessaries varies with family circumstances and 
geographical localities. In general, family budget experts 
have found 20 per cent of income to be the “resistance 
point” of outlay for rent and utilities; beyond that point, 
typical families “consider they are spending more than they 
ean afford.” ™ 


William L. C. Wheaton of the University of Pennsylvania 
found, in a study of housing needs, that on the basis of a 
20 per cent-of-income outlay for housing, one out of ten of 
the nation’s 27 million urban families could not afford to 
pay more than $25 a month, and one-fifth could not afford 
more than $42. Nearly 6 per cent of the city families receive 
less than $1,000 a year and thus have virtually no rent- 
paying capacity, while 3.5 per cent of the families, with 
incomes between $1,000 and $2,000, can afford only $17 to 
$24 a month. Twenty-eight per cent of all urban families 

" Hazel Kryk, “BLS City Workers Family Budget,” Report of the President’s 
Advisory Committee on Government Housing Policies and Programs, December 


1953, p. 283. 


293 





Editorial Research Reports 


receive less than $3,000 a year, the maximum allowed with 
few exceptions for eligibility for public housing.'* 


The Bureau of Labor Statistics estimated in 1951 that 
monthly expenditures for “modest but adequate” housing for 
a couple with two young children ranged from $86 in Wash- 
ington, D. C., to $47 in New Orleans. For an elderly couple 
the range was from $56 in Washington to $36 in New 
Orleans. 


REAL ESTATE INDUSTRY’S DRIVE AGAINST PUBLIC HOUSING 


Although not challenging data on the need for better low- 
cost housing, the real estate industry and other business 
groups have maintained a steady record of opposition to 
public housing. A spokesman for the U.S. Chamber of 
Commerce before the Senate Banking Committee a year 
ago said his organization was “unalterably opposed” to 
public housing. The National Association of Real Estate 
Boards, in convention in Cleveland on Nov. 11, adopted the 
following resolution: 


Public housing is un-American. We deplore the continuing evil 
vernment ownership and government subsidy of family shelte: 
urge the Congress to terminate the public housing program, 
and we call upon the states and communities to proceed toward thx 
orderly liquidation of existing public housing projects and their 
transfer to full tax-paying private ownership, preferably to th 
tenants of such project 


We 


In September, a month after President Eisenhower signed 
the Housing Act of 1954, the executive committee of the 
National Association of Real Estate Boards had fixed 1960 
as a target date for liquidation of all public housing. In 
addition, it had recommended that the states enact specific 
legislation to implement the permissive liquidation provi- 
sion of the 1954 act.! 


Major arguments set forth by the industry groups against 
public housing are that it is socialistic, it helps only a small 
percentage of the needy, it is too costly, it saddles local 
communities with debt and deprives them of tax revenue; 
the industry contends also that private builders, with cer- 
tain government aids, can do the job more effectively at 

William L. C. Wheaton, “American Housing Needs 1955-1970," The Housing 
Yearb 1954 (National Housing Conference) 

Exactly what legislation would provide was not clear. The pur- 
pose, as stated by N.A.R.E.B., was “to insure that expressed wishes [of a locality 
in regard to abandonment of public housing] would be carried out.” A Na- 


tional Housing Conference official has called the real estate industry's campaign 
a phoney.” 
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lower cost. Proponents of public housing counter such 
arguments with the assertion that only public housing in 
sufficient quantity will make possible an effective slum clear- 
ance program, that communities gain in reduced costs for 
police and fire protection and other social services, and that 
public housing creates a potential market for commercial 
housing. 


The real estate industry contends that replacement of all 
substandard housing is an impossible task, and that exten- 
sive rehabilitation of existing structures should be under- 
taken by private owners. The industry is promoting a 
nation-wide drive to strengthen housing codes and code 
enforcement to upgrade older dwellings, but it admits that 
such activity usually results in higher rental or sales charges 
for the properties. 


For the residue of families who cannot afford the rehabili- 
tated older dwellings, the real estate boards recommend 
that direct relief payments to needy families include allow- 
ances for rent at going rates. This view is supported by 
Morton Baratz of the Yale University Department of Eco- 
nomics. He informed the Senate Banking Committee last 
vear that his five years of service as chairman of the Hous- 


ing Authority of New London, Conn., had convinced him 
that a system of direct rental allowances to low-income 
families, or possibly a remission of income taxes to provide 
partial payment of rent, would be more advantageous than 
provision of public housing accommodations. Baratz said 
his plan would be less costly, would eliminate inequities 
in allotting subsidized housing to tenants, and would permit 


ii 


“freedom of choice”’ in home selection. 


The subcommittee on housing for low-income families 
of the President’s Advisory Committee on Housing gave 
considerable attention to the proposal for direct relief pay- 
ments to families for housing but discarded it in favor 
of public housing. The direct rental allowance plan, it 
asserted, would constitute a dole for a tremendous number 
of families who could meet family expenses other than rent 
out of personal income; its aggregate cost would be greater 
than that of public housing; and it in effect would subsidize 
slum property owners and thus tend to perpetuate rather 
than eradicate slums. 
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